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President’s Message 


To our Shareholders: 


Consolidated net income for the year 
ended June 80, 1977 is $436,975 equal 
to $0.25 per share on sales of $24,800,000. 
This compares with net income of 
$473,346 ($0.27 per share) on sales of 
$28,238,000 the previous year. A sub- 
sidiary sold in August 1976 represented 
$3,154,000 of the previous year’s sales. 

Major objectives of consolidating all 
United States manufacturing operations 
into one facility in Rocky Mount, North 
Carolina and improving controls of 
inventories and manufacturing over- 
heads were attained during the year. 

Total long and short term debt has 
been reduced to $12,256,569 from 
$14,631,991 the previous year. Cash flow 
from operations and the sale of assets 
amounted to $2,393,791. Of these funds, 
$1,167,071 was used to buy new dies, 
tools and equipment, $611,679 was used 
to repay long-term debt and $563,792 
was added to the working capital of the 
company. 

Sales and operating income were 
below expectations throughout our fiscal 
year. This was caused primarily by a 
downturn in demand for consumer 


High Security Padlock 


products and furniture hardware. | am 
pleased to note that from June 1977 
through September demand for all of our 
product lines has improved considerably 
in both Canada and the United States. 

To further our objectives, important 
changes and additions have been made 
to our U.S.A. operations. Mr. Joseph 
Schlessel has been appointed executive 
vice-president with full responsibility 
for all phases of manufacturing and 
marketing of consumer goods in the 
U.S.A. and Mr. Tony Whitley has been 
appointed National Sales Manager, 
Consumer Hardware U.S.A. In addition, 
new regional and product managers 
have been added to the marketing de- 
partment. We will continue to expand 
the marketing group in order to further 
penetrate the vast U.S. market available 
for our line of consumer locks, keys, 
cabinet hardware and security products. 

Through cooperative advertising with 
our customers, the products illustrated 
in this report are now exposed in news- 
papers and catalogue mailings to 
millions of Americans. In addition, we 
are actively helping dealer advertising 
and are participating in dealer trade 
shows and exhibits. 


The continued progress of the Com- 
pany is a tribute to the loyalty and 
constructive efforts of all our employees. 

We start our new fiscal period with 
five clearly defined objectives: 
© To produce for our stockholders a 

return on equity above the average 

return on similar investments. 

® To pursue those policies that will re- 
sult in solid consistent growth both 
internally and externally. 

® To improve and maintain our financial 
condition as a cushion against 
economic pressures and as a base 
for exploiting opportunities. 

e To maintain and increase our market 
share and thus achieve a leadership 
position for all Unican products. 

e To identify new markets and products 
that will enhance profitable growth. 


Respectfully submitted, 
UNICAN SECURITY SYSTEMS LTD. 


Cy Wa a 


Aaron M. Fish, 
President. 
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ee UNICAM SECURITY SYSTEMS LTD. 


and its subsidiaries 


UNICAM 


Consolidated Statement of Income 


Year ended June 30, 1977 


Sales 


Cost of sales and operating expenses before the 
undernoted items 


Income before the undernoted items 
Depreciation of fixed assets 
Amortization of other assets 
Interest on long-term debt 
Other interest 
Share in losses of 50% owned companies 


Research and development, net of government 
grants of $148,200 (1976 — $185,600) 


Income (loss) before income taxes, minority 
interest and extraordinary items 


Provision for income taxes (note 6) 
Current 
Deferred 


Net income (loss) before minority interest 
and extraordinary items 


Minority interest in net income 
Net income (loss) before extraordinary items 


Extraordinary items 


Profit on sale of a subsidiary: net of 
income taxes of $121,000 


Profit on sale of trade marks net of 
income taxes of $109,000 


Reduction of current year’s income taxes on 
application of prior years’ losses 


Net income 

Net earnings (loss) per share 
Before extraordinary items 
After extraordinary items 


1977 


$24,800,723 ~~ 


22,734,362 
2,066,361 
1,061,848 

178,178 
333,284 
565,008 

22,991 


136,029 
2,297,338 


(230,977) 


115,999 
78,000 


193,999 


(424,976) 
28,072 


(453,048) -~ 


455,679 . 
146,064 


288,280 » 
890,023 
$ 436,975 ~/ 


$(0.26) 
$ 0.25 


a al | 


1976 


$28,238,253 2: 


24,892,336 
3,345,917 
1,087,036 

176,542 
418,214 
620,458 

18,033 


215,820 


2,936,103 


809,814 


178,269 
271,100 


449,369 


360,445 
21,499 
338,946 — 


134,400 / 
134,400 
$ 473,346 


$0.20 
$0.27 


{ \ 
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ee UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UNnICANM 


Consolidated Balance Sheet 


As at June 30, 1977 


ASSETS 


Current 
Cash 
Receivables — trade 
— 50% owned companies 
Inventories (note 2) 
Prepaid expenses 


Investment in and advances to 50% owned companies 
Fixed assets (note 3) 


Other 


Patents and franchise rights, at cost less 
accumulated amortization 


Unallocated cost of business over book value 
of net assets acquired, less accumulated 
amortization 


Preproduction costs at new plant, less 
accumulated amortization 


Other deferred expenses and deposits 


Si6ned on behalf coed 
Va ‘3 Director 
a if) } fp 
Abaya” Bin Oe NO gS tN -»/........,. Director 


1977 


$ 81,556 
4,024,166 
52,000 
6,458,810 
110,557 
10,727,089 
165,603 


6,530,855 


140,718 


47,000 


226,692 


18,213 


432,623 


$17,856,170 


1976 


$ 54,878 
4,494,471 
286,194 
6,713,648 
165,270 
11,714,461 
137,345 
7,392,489 


149,310 


94,000 


340,000 
19,040 


602,350 


$19,846,645 


LIABILITIES 


1977 
Current 
Bank indebtedness (note 4) $ 5,101,739 
Payables 3,848,155 
Current portion of long-term debt (note 5) 513,385 
9,463,279 
Long-term debt (note 5) 2,793,290 
Deferred income taxes 725,240 
Minority interest in subsidiary companies 100,062 
SHAREHOLDERS’ EQUITY 
Capital stock 
5% non-cumulative, redeemable preferred 
shares at a par value of $1 per share. 
Authorized 45,500 shares — issued and 
redeemed 12,600 shares 
Common shares without par value. 
Authorized 2,000,000 shares — issued 
1,816,480 shares 5,484,831 
Contributed surplus 131,193 
5,616,024 
Deficit 680,161 
4,935,863 
Less cost of 75,000 common shares 
held by a foreign subsidiary 161,564 
4,774,299 
$17,856,170 


1976 


$ 5,378,023 
4,999,705 
636,715 
11,014,443 
3,617,548 
803,040 
74,290 


5,484,831 

131,193 
5,616,024 
1,117,136 
4,498,888 


161,564 


4,337,324 
$19,846,645 


a UNICANM SECURITY SYSTEMS LTD. 


and its subsidiaries 


UMNICRM 


Consolidated Statement of Deficit 


Year ended June 30, 1977 


1977 
Deficit — beginning of year 
As previously reported $ 1,117,136 
Prior period adjustments — 
As restated 1,117,136 
Net income 436,975 
Deficit — end of year $ 680,161 


1976 
$ 1,349,654 
240,828 
1,590,482 
473,346 
$ 1,117,136 


eg UNiCAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UnIcCAM 


Consolidated Statement of Changes in Financial Position 


Year ended June 30, 1977 


1977 1976 
Source of working capital 
From operations — 
Net income (loss) before extraordinary items $ (453,048) $ 338,946 
Items not affecting working capital — 
Depreciation and amortization 1,192,018 1,263,578 
Profit on sale of fixed assets (144,293) (345,155) 
Deferred income taxes 78,000 271,100 
Minority interest 25,772 21,499 
Share in losses of 50% owned companies 22,991 18,033 
721,440 1,568,001 
Extraordinary items (note 7) 1,359,307 134,400 
Sale of fixed assets 265,217 576,831 
Long-term debt oor 63,062 
Long-term debt forgiven — 58,667 
Sale of common shares held by a 
foreign subsidiary — 37,710 
Decrease in other assets 47,827 48,180 
2,393,791 2,486,851 
Use for working capital 
Purchase of fixed assets 1,167,071 1,123,884 
Reduction in long-term debt 611,679 721,225 
Advances to 50% owned companies 51,249 28,000 
1,829,999 1,873,109 
Increase in working capital 563,792 613,742 
Working capital — Beginning of year 700,018 86,276 


Working capital — End of year $ 1,263,810 $ 700,018 


ae UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UNnICAN 


Notes to Consolidated Financial Statements 


June 30, 1977 


1. Summary of significant accounting policies 


(a) Principles of consolidation — 


These consolidated financial statements include the accounts of the company and all of its 
domestic and foreign subsidiaries. All intercompany accounts and significant intercompany trans- 
actions have been eliminated in consolidation. The investments in 50% owned companies are 
accounted for on the equity basis. 


(b) Translation of foreign currency — 


Assets and liabilities carried at present prices are translated at exchange rates prevailing at year 
end. Assets and liabilities carried at past prices are translated at applicable historical rates. 
Revenues and expenses other than depreciation are translated at the average rates for the year. 
The gains or losses from translation procedures are included in net income. 


(c) Inventories — 


Inventories are valued at the lower of standard cost and estimated net realizable value, with such 
standard cost approximating current cost as determined by first-in, first-out method. 


(d) Fixed assets — 


Fixed assets are stated on the basis of cost. Expenditures for major renewals and betterments 
are capitalized. Maintenance and repairs are charged to operations as incurred. The carrying 
amounts of assets sold, retired, or othewise disposed of and the related accumulated deprecia- 
tion are eliminated from the accounts, and any resulting gains or losses are reflected in income. 
Depreciation is calculated on a straight line basis over the estimated useful lives of the assets. 
The estimated useful lives of the principal classes of assets are — 


Buildings 5 — 40 years 
Machinery and equipment 3— 15 years 
Leasehold improvements term of lease 


(e) Amortization of other assets — 


(i) Patents and franchise rights are amortized on a straight-line basis over their estimated 
useful lives, which are generally seventeen years. 


(ii) Unallocated cost of business over book value of net assets acquired is being amortized over 
a five year period ending June 30, 1978. 


(iii) Preproduction costs at new plant are being amortized on a straight-line basis over a five 
year period ending June 30, 1979. 


(f) Product development expenses — 
All research and product development costs are charged to operations as incurred. 


2. Inventories 


1977 1976 
Finished goods $2,089,918 $2,437,791 
Work in process 1,546,936 2120359 
Raw materials 2,821,956 2,149,502 
$6,458,810 $6,713,648 


3. Fixed assets 


1977 
Accumulated. 
Cost Depreciation Net 
Land $ 210,906 $ — $ 210,906 
Buildings 2,056,821 320,174 1,736,647 
Machinery and 
equipment 9,244,096 5,026,357 4,217,739 
Leasehold improve- 
ments 670,532 304,969 365,563 
$12,182,355 $5,651,500 $6,530,855 


4. Bank indebtedness 
Receivables and inventories are pledged as collateral for bank indebtedness. 


5. Long-term debt 1977 
113%4% First mortgage bonds, Series ‘‘A”’ payable 
in monthly instalments, maturing June 1981 $ 674,200 
13% First mortgage bonds, Series “B’”’ payable 
in monthly instalments, maturing December 1980 179,400 


First mortgage payable in monthly instalments, 
interest at prime rate plus 3% (minimum rate 
912%) maturing 1982 84,744 


9%4% Mortgage payable in monthly instalments, 


maturing 1999 1,634,785 
Debentures held by a government development agency _ 
Bank loans — 

8% secured note, payable in monthly installments, 

maturing 1978 86,944 

93%4% secured note, payable in quarterly instalments, 

maturing 1978 186,437 
5% Unsecured loan, payable in monthly instalments, 

maturing 1980 379,229 

Various conditional sales contracts 80,936 
3,306,675 

Current portion of long-term debt 513,385 
$2,793,290 


1976 


Net 
$ 226,406 
2,128,056 


4,589,710 


448,317 
$7,392,489 


1976 


$ 799,000 


450,200 


135,016 


1,563,946 
245,654 


154,430 
226,000 


394,000 
286,017 
4,254,263 
636,715 
$3,617,548 


The aggregate payments estimated to be required in each of the next five years to meet principal 
retirement provisions of long-term debt agreements presently in effect are as follows — 


1978 $513,385 
1979 479,000 
1980 423,000 
1981 258,000 
1982 146,000 


The Series ‘‘A” and ‘“‘B” First mortgage bonds are secured by a charge against fixed assets and 


a floating charge on all other assets of certain subsidiaries. 


6. Income taxes 


Consolidated income taxes for the current year do not reflect current rates since income taxes 
are levied on the individual companies of the group and not on the consolidated results. 

As at June 30, 1977 certain of the company’s subsidiaries have losses for tax purposes sustained 
in current and prior years which may be used to reduce their taxable incomes in future years as 


follows — 
Deduction available 
until 
1978 $ 580,000 
1979 682,000 
1980 1,373,000 
1981 200,000 


$2,835,000 


Certain of the company’s United States subsidiaries have additional benefits available which 
may be used to reduce income taxes payable in future years. These benefits aggregate approxi- 
mately $348,000. 

7. Extraordinary items 


The source of working capital arising from the extraordinary items consists of the following — 


1977 1976 

Sale of shares of a subsidiary $ 702,580 $ — 

Working capital deficiency of the subsidiary 343,383 — 

1,045,963 —_ 

Less income taxes on the sale of the subsidiary 121,000 —_ 

924,963 — 

Sale of trade marks net of income taxes of $109,000 146,064 —_ 

Reduction of current year’s income taxes on 

application of prior years’ losses 288,280 134,400 
$1,359,307 $ 134,400 


8. Contingencies 


(a) The nature and size of the amounts due to the pension plans of Ilco Corporation, a sub- 
sidiary, are not determinable at this time by the company and legal counsel. 

(6) The company and a subsidiary have been named as defendants in lawsuits alleging patent 
infringements. Legal counsel is of the opinion that these lawsuits are not well founded. 


9. Commitments under long-term leases 


(a) The company has an option to purchase a building presently leased from certain directors. 
The rent is $52,000 per annum reducing by $2,000 per annum until the lease expires in fiscal 
1984. The option to purchase can be exercised for the sum of $425,000, the original pur- 
sila Seidl) the directors, plus imputed compound interest of 3% per annum from De- 
cember, 1 é 


(b) Rental commitments under significant non-cancellable leases are estimated for each of the 
next five years as follows — 


1978 $265,000 
1979 233,000 
1980 188,000 
1981 132,000 


1982 130,000 
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10. Remuneration of directors and officers 1977 1976 


Number of directors 8 8 
Aggregate remuneration of directors as directors $12,800 $ 16,400 
Number of officers 4 4 
Aggregate remuneration of officers as officers $153,000 $ 222,500 
Number of officers who are also directors 3 3 


11. Anti-inflation legislation 


Certain companies of the group are subject to the Federal Anti-Inflation Act which provides for 
the restraint of profit margins, prices, dividends and compensation. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Unican Security Systems Ltd. as at June 
30, 1977 and the consolidated statements of income, deficit and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing stan- 
dards, and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, subject to the final outcome of the matter referred to in note 8 (a), these con- 
solidated financial statements present fairly the financial position of the company as at June 30, 1977 
and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 
a 
Montreal, Quebec 


September 27, 1977 Chartered Accountants — Comptables Agréés 
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